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SUB J : DEVALUATION: ADDITIONAL COMMENT ON GHANA'S POLICY THINKING 
REF: (A) ACCRA 7045; (B) ACCRA 6822; (C) ACCRA 6969 

1 . SUMMARY. BANK OF GHANA DEPTUTY GOVERNOR BOTCHWAY 
CONFIRMED TO US AUGUST 29 THE COMMENTS ON GHANA'S AUGUST 
25 DEVALUATION OFFERED REFTEL A, INCLUDING IMPLICATION 

FOR FURTHER EXCHANGE RATE ADIUSTMENTS. BOTCHWAY ALSO SAID 
THAT ARTICLE IV CONSULTATIONS WITH THE IMF WOULD PROBABLY 
NOT BE CONCLUDED UNTIL THE TIME OF THE ANNUAL IMF/IBRD 
MEETING (REFTEL C). WE UNDERSTAND GHANA'S DRAFT BUDGET 
IS BEING DISCUSSED WITH IMF OFFICIALS THIS WEEK AND 
RECOMMEND SOMEONE FROM AF/W AND FROM AID SEEK A DEBRIEFING 
FROM THE IMF. END SUMMARY. 

2. ECON COUNSELOR CALLED AUGUST 29 ON BANK OF GHANA DEPTUTY 
GOVERNOR S.K. BOTCHWAY (GOVERNOR ASHIAGBOR IS OUT OF GHANA) 

TO OBTAIN OFFICIAL COMMENT ON AUGUST 25 SHARP DEVALUATION 
OF 39 PERCENT (REFTEL A). DEPUTY GOVERNOR CONFIRMED 
COMMENTS (PARA 4 REFTEL) AND ADDED A FEW ADDITIONAL 

BITS OF INFORMATION: (A) FURTHER ADIUSTMENTS EXPECTED. 
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AT FIRST, EXCHANGE RATE ADIUSTMENTS HAD BEEN EXTREMELY 
CAUTIOUS; HAPPILY, A "PSYCHOLOGICAL BARRIER" HAD BEEN 
SUCCESSFULLY BROKEN. IT HAD NOW BECOME POSSIBLE TO MAKE A LARGER 
ADJUSTMENT AT ONE TIME. ALTHOUGH NO POLITICAL PROBLEMS HAD 
YET ARISEN THERE WERE "POLITICAL AND SOCIAL" CONSIDERATIONS 
AFFECTING THE "SUSTAINABLE (EXCHANGE) RATE"; TOO DEEP A 
DEVALUATION WOULD CAUSE AN "INTOLERABLE ADJUSTMENT"; 
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THE BLACK MARKET RATE, WHICH BOTCHWAY PLACED AT FIVE CEDIS 
TO THE DOLLAR (I.E., ONE CEDI EQUALS TWENTY CENTS US). 

WAS SIGNIFICANTLY INFLUENCED BY "SPECULATIVE 
ELEMENTS", AND WAS NOT GOOD INDICATOR OF THE EQUILIBRIUM 
RATE. HAVING SAID THIS, DY GOVERNOR IMPLIED THAT GHANA'S 
"MANAGED FLOAT" WOULD SEE THE CEDI DEVALUED FURTHER, 

NOT MERELY ADIUSTED AROUND ITS PRESENT 36 CENT (US) LEVEL. 

(B) ARTICLE IV CONSULTATIONS WITH IMF. WHILE NOT DENYING 
EARLIER REPORTS THAT GOG OFFICIALS WERE TO DISCUSS 
THE CRAFT BUDGET WITH IMF OFFICIALS THIS WEEK, AS PART 

OF THE ARTICLE IV DISCUSSIONS INAUGURATED IN EARLY AUGUST 
HERE (REFTEL B), BOTCHWAY DID NOT BELIEVE THAT THOSE 
CONSULTATIONS WOULD BE CONCLUDED BEFORE THE ANNUAL FUND/BANK 
MEETING IN WASHINGTON AT END-SEPTEMBER. SIMULTANEOUSLY, 

GHANA IS DISCUSSING A POSSIBLE STAND-BY LOAN AND STABI- 
LIZATION PROGRAM WITH THE IMF. 

(C) MONETARY POLICY. THE GOG HAD DECIDED ON "CREDIT 
AND INTEREST RATE" POLICY CHANGES, BUT THESE WOULD NOT 

BE COMMUNICATED TO COMMERCIAL BANKS FOR IMPLEMENTATION 
UNTIL AFTER THE BUDGET WAS ISSUED. 

(D) EXPORT BONUS AND TRAVEL TAX. DESPITE THE 58 PERCENT 
DEVALUATION TO DATE, AND THE BUDGETARY COST, THE EXPORT 
BONUS (20 PERCENT OR 30 PERCENT DEPENDING ON PRODUCT 
EXPORTED) WOULD BE CONTINUED, AT LEAST FOR SOME TIME, WHILE 
THE TRAVEL TAX (30 PERCENT ON FOREIGN EXCHAANGE COST OF 
FOREIGN TRAVEL) WOULD DEFINITELY BE CONTINUED. ECON COUNSELOR 
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INFERRED THAT BUDGET WOULD PROBABLY LEAVE BOTH OF THESE 
UNCHANGED. 

3. DEBRIEFING FROM IMF. WE SUSPECT THAT THE FY 1979 
BUDGET DEFICIT AND EXCHANGE RATE POLICY (I.E., DEPTH OF 
DEVALUATION) ARE MAJOR ITEMS OF DISCUSSION WITH IMF. IN ANY 
CASE, WE BELIEVE IT WOULD BE MOST USEFUL IN LIGHT OF 
IMPORTANCE FOR US AID POLICY TO GHANA (REFTEL B AND STATE 
184659) TO HAVE A DEBRIEFING FROM THE FUND ON THE DIS- 
CUSSIONS WITH GHANA. WE RECOMMEND THAT SOMEONE FROM AFAV 
AND AID MEET WITH IMF AFRICAN DEPARTMENT OFFICIALS AND LET 
US KNOW WHERE MATTERS STAND. (ARTICLE IV MISSION LEADER 
G.B. TAPLIN WOULD BE LOGICAL IMF OFFICIAL TO APPROACH). 

HOLMES 
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